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ABSTRACT

The purpose of this paper is to examine the situation of assignment of human
resource (HR) management roles and responsibility to the line management in
business organizations of Nepal and to analyze the contribution of high devolved
and less devolved organizations on overall organizational performance. This survey
based on exploratory research assumes individual organization as a unit of analysis.
Data through structured questionnaire received from 105 organizations are inserted
into SPSS 11.5 and statistical tool like t-test, f-test, were used for the analysis. The
perceptual measurement of financial performance and market share is also verified
with the support of published data. The result of this study highlights the
assignment of HR management responsibility to the line management in listed
companies of Nepal and shows the differences in between more assigned and less
assigned organizations. It reaches into the conclusion that high devolved
organizations contribute positively in their performance in terms of quality of
product, level of labor productivity, financial performance, and employee
satisfaction, rate of innovation, employee commitment, and market share than less
devolved organizations.

KEYWORDS: Human Resource management, Assignment of Human Resource
Roles and Responsibility, Line management Organizational Performance, Nepal

BACKGROUND

The assignment of HR management roles and responsibilities to line management
has been increasing since 1990s (Cunningham and Hyman, 1995; Hutchinson,
1995; Hutchinson and Wood, 1995; IRS, 1994; Storey, 1992) and is gaining its
recognition in the literature (Torrington, 1989; Schuler, 1990, 1991; Brewster and
Soderstrom, 1994). It is defined as the degree of devolving employee management
roles and responsibilities from personnel department to line management (Brewster
and Soderstrom, 1994). The most common pattern of assignment is the sharing on
decision-making issues of HR management between HR specialist and line
management (Legge, 1995; Brewster et al. 1997, Larsen and Brewster, 2003),
which is becoming a common trend among the large organizations (Cunningham et
al., 1996; Lowe, 1992).

Earlier results of studies on assignment of HR management roles and
responsibilities to line management conducted in developed countries of Western
world proved how assignment leads to the better organizational performance
(Brewster and Larsen, 2000; Ulrich, 1998; Jackson and Schuler, 2000; Budhwar and



Sparrow, 1997; Torrington, 1989). These authors argue that the assignment of HR
management responsibility to line management reduces the operating costs, speeds
up in decision-making process, integrates HR into organizational targets, motivates
employees for efficiency, and facilitates to control people and other resources
effectively. However, there is a dearth of such studies of assignment of HR
management responsibility to line management in the context of developing
countries of South Asia like Nepal. Few researchers of Nepal have initiated research
in HR related issues like: Adhikari and Mueller (2004), Adhikari (1999; 2001),
Adhikari and Gautam (2007; 2008; 2009 forth coming), Gautam and Davis (2007).
In Nepal Adhikari (2001) observed that: “The Nepalese context does not appear
favorable to many aspects of American or European HR management concepts.
Prescriptions for the devolvement of human resource management responsibility to
line managers are one example. This is difficult because of the limited knowledge
and skills of many managers. Furthermore, Nepalese decision-makers often prefer
to hold the power rather than delegate and devolve it.” With these caveats in mind,
this article aims to identify the degree of devolvement of HR responsibilities to line
managers and its impact on organizational performance in Nepalese organizations.

The Debate of Assignment of HR management responsibility to Line
Management

The classical relationship between HR specialists and line mangers has come under
practical and scientific attack (Brewster et al., 1997). Given the concepts like lean
management or hierarchical organizations (Hedlund, 1986) the efficiency of large
centralized units where HR “know-how” is concentrated has been questioned.
Brewster et al. (1997) further state that: “Rather than relying solely on central
specialists, the argument is made that HR responsibilities should be moved towards
line managers; and line mangers should undertake, and monitor, HR activates such
as recruitment, performance assessment, and reward'.

In fact, there is a trend emerging in European nations that to give line managers to
manage staff of their departments and reduce the size of HR department and its
control (Brewster and Larsen, 2003). The reason of evolving the assignment of HR
management responsibility to line management is that personnel practitioners are
seen to be out of touch with commercial realities, and unable to comprehend the
nature of business, its customers, or its corporate goals (Budhwar and Sparrow,
1997; Budhwar, 2000). The decisions formulated by personnel managers have little
relevance for competitive prospects and hard to put into effect (Whittaker and
Marchington, 2003). Line management has to involve with HR department to bear
primary responsibility of people management in order to make closer link between
strategy development and HR development, which will lead to a systematic and
consistent use of human resource policies to achieve their operating goals
(Cunningham and Hyman, 1999).

The HR management function is seen as playing the role of coordinator and catalyst
for the activities of line managers - a management team player working jointly with
the top management solving people related business issues (Schuler, 1990). The
study of Guest (1989) found that line mangers accepted and used HR management
practices as a part of their everyday work. Therefore, it is wise for line managers to



take even greater responsibility for people management activities. The ultimate
responsibility of HR by line management ownership may increase their commitment
to integrate HR with business objectives (Whittaker and Marchington, 2003).

However, the assignment of HR responsibility to the line management is not seen
unproblematic (Larsen and Brewster, 2003). The line managers need to understand
HR management practices that build up organizational capabilities, which become a
critical source of competitive advantage (Burke and Cooper, 2005). They have more
pressing priorities than managing and developing the people working for them.
Therefore, they take people management issues less seriously than production
goals and they did not feel any institutional pressure to consider HR issues seriously
(Gratton et al., 1999). They are not able to devote sufficient time (Cunningham and
Hyman, 1999) and do not possess the skills and competencies necessary to perform
the HR issues. Line managers do not possess the skills and competencies necessary
to perform the HR aspect of their jobs effectively without support from personnel
practitioners (IRS 1994; 1995; 1996; 2000). They are often ignorant about recent
development in the areas of HR management and are poor at making
comprehensive longer-term views of HR policies (Larsen and Brewster, 2003).
Similarly, they may not have time to deal with it properly and the relationship
between HR specialists and line managers is not a simple one due to their different
level of hierarchy that makes difficult to describe exactly senior or junior line or HR
managers (Larsen, 2003; Larsen and Brewster, 2003). It is said that line managers
are unlikely to acquire the primarily responsibility of human resource management
without continuing support from HR specialists (Cunningham and Hyman, 1995).
HR function could be disbanded if only line managers are given to accept this
responsibility (Cooper, 2001). As Ulrich (1998) noted, to be truly tied to business
outcomes, HR needs to join forces with operating managers to systematically
assess the impact and importance of initiatives.

The review of literature provides glimpse of development in the specific areas of
devolvement of HR responsibility to the line managers (Table 1).



Table 1: List of research in the area of assignment of HR responsibility
with authors and main ideas

Authors Main Premise
Barney and Wright HR department should help line managers resolve business
(1998) issues and align to achieve goals.

Brewster and
Soderstrom (1994);
Brewster and Larsen
(1992; 2000)

Recognized the importance of devolvement of HR
management practices to the line management, they found
the increasing trend of devolution of HR responsibility to line
management.

Budhwar and
Sparrow (1997)

Low level of devolvement of HR management practices
practiced in Indian organization

Budhwar (2000)

Low level of devolvement of HR management responsibility
to line management in UK.

Cully et al. (1999)

Line managers are more likely to pay a part in HR decisions
than they had previously.

Cunningham and
Debrah (1995);
Cunningham and
Hyman (1995;
1999); Cunningham

Line managers take over some of the function of HR
managers because HR managers lacked the skills necessary
to perform their duties competently. Line management has
been viewed as increasingly taking responsibility for HR
management initiatives and practices.

et al. (1996)
Earnshaw et al. Line managers need continuous and systematic support and
(2000) training from HR specialist.

Gennard and Kelly
(1997)

Line managers are unlikely to acquire sufficient skills in the
HR area without HR support.

Gratton et al. (1999)

Line managers do not feel any institutional pressure to
consider HR management issues seriously.

Guest and King
(2001)

Line management plays prominent role in HR management
due to HR work devolved to them.

Guest (1989)

HR management practices are accepted and used by line
managers as a part of their everyday work.

Hall and Torrington
(1998)

Line managers make decisions in conjunction with HR
specialist

Huang (2000)

Organizations that devolve HR activities to line managers
outperform than less devolved.

Hutchinson and
Wood (1995)

There is greater line management involvement in HR
management issues compared to five years before.

Jackson and Schuler

Line management adopts a partnership approach between

(2000) HR and line to manage HR issues.
Kirkpatrick et al. Decentralization of responsibility to line management has
(1992) been viewed as a key of HR management.

Legge (1989)

One component of HR management is the involvement of
line managers.

(Continued...)




Table 1: List of research in the area of assignment of HR responsibility

with authors and main ideas (Continued...)
Authors Main Premise
Lowe (1992) The role of line management should expand so that it

incorporates people responsibility.

Marchington (1999) | Positive outcome depend on line managers being skilled in
HR management as they are the interpreters.

McGovern et al. Develop educational and technical base of line managers for
(1997) effective devolution of HR management.

Millward et al. (1992) | Line managers are spending more of their time on personnel
and related activities.

Othman (1996) HR management department should facilitate the devolution
of HR management responsibility to line managers.

Pool and Jenkins The shift of HR management responsibility to the line

(1997) management seems to be dominance.

Pool (1976) Importance of line management in the management of
people has been recognized.

Renwick (2000; Significant organizational benefits exist from involving the

2003) line management in HR work.

Schuler and Walker | Jointly share by HR and line managers to solve people

(1990) related business issues.

Schuler (1990; HR management function is seen as playing role of

1992); coordinator and catalyst for the activities of line managers

Storey and Sisson solving people related business issues.

(1994)

Storey (1992; 2001) |There is an increased role of line managers in the
management of HRs.

Torrington (1989) Line management should give primary responsibility for HR
management rather than personnel specialist.

Ulrich (1997;1998; To be truly tied to business outcomes, HR needs to join
2001) forces with line managers.

Whittaker and Line managers are satisfied with the HR responsibility that
Marchington (2003) | has devolved to them.

The review of literature clearly provides cases of the rising interest on assignment
of HR responsibility to the line managers for achieving organizational benefits,
business results and to solve people related business issues. Based on the review of
research (Brewster and Larsen, 1992; Budhwar and Sparrow, 1997), some of the
outcomes of assignment of HR responsibility to line management are: (a) It can
result in better motivation of employees and more effective control, as line
managers have constant contact with employees; (b) local managers are able to
respond more quickly to local problems and conditions; (c) certain issues are too
complex which can be jointly solved; (d) it can help reduce costs; (e) it can help
prepare future managers.




Practices of Assignment

The practices of assignment of HR roles and responsibilities to line management in
Western countries are varying among the countries and advocates divergence of
practices. A study of Budhwar and Sparrow (1997) in India indicates the higher
level of sole responsibility of HR management department for decision over pay and
reward, industrial relations, and workforce expansion and reduction. Similarly, the
practice in UK indicates higher sole responsibility of line managers to health and
safety, and training and development (Budhwar, 2000, Atterbury et al. 2004).
Hope-Hailey et al. (1997) concluded based on eight British-based organizations that
all of them were shifting responsibility for people management towards line
management. HR department alone has more responsibility in Ireland than England
(Atterbury et al 2004).

In Austria, there is an increase in the importance of line management on training,
which is even above the EU (European Union) average. In Switzerland, the
importance of line management is decreasing whereas the working together of HR
with line management seems to be enforced much higher than the EU standard
(Erten et al., 2004). The primary responsibility for major policy decisions on key
aspects of HR management like recruitment and selection is slightly increasing in
the responsibility of line management alone and line management together with HR
department. In both the countries more than eighty percent organization’s line
management and HR department jointly bear the responsibility for recruitment and
selection (Erten, et al. 2004).

Countries like Denmark and Norway are ranked very high to allocate HR
responsibilities among line managers. In Norway, the primary responsibility for
training and development lies with line management in consultation with HR
department is much higher than the initiation of HR department, which indicates
the main domination of line management (Rogaczewska et al., 2004). A survey
shows that the HR responsibility of line managers in Bulgaria and, to some extent,
in the Czech Republic was greater than in EU countries on an average (Koubek and
Vatchkova, 2004).

Sweden and Finland have similar trend to bear primary responsibility for major
decisions on key aspects of HR management. In these countries, almost half of the
organization’s responsibilities lie with line management in consultation with the HR
department. The responsibility by HR department with line management is twenty
percent and fourteen percent respectively in both the countries (Lindeberg et al.
2004). Nevertheless, Spain has the greatest variation: it has the most line
management involvement on pay issues, the least on health and safety and a wide
range on other issues (Brewster et al., 1997). The study in France reported that
ninety percent organizations share the responsibility for recruitment jointly by line
management and HR Department and Belgium trying to follows the similar trend
(Buyens et al. 2004).

The primary responsibility lies with line management alone for recruitment and
selection in Italy, Greece and Cyprus is also quite divergent like zero percent,
eleven percent and twenty-four percent respectively. Though they shared primarily



responsibility for training and development between HR specialist and line
management, the responsibility lies with the HR department alone seems to be
above the EU average in Italian and Cypriot organizations, while those of Greek
organizations are very close to the EU average (Papalexandris and Stavrou-Costea,
E., 2004).

The above discussion shows the evidence that responsibility for HR is being
increasingly allocated to line managers and international survey (Brewster and
Soderstrom 1994; Brewster and Larsen 1992; Brewster et al., 1997 Brewster and
Larsen, 2000) confirms this more anecdotal data. However, there are no changes in
the responsibility of line management in Switzerland in the last three years (Erten
et al. 2004). Similarly, on average more than sixty-five percent organizations of
Denmark and fifty-five percent organizations of Norway reported that there are no
changes in line management responsibility on key aspects of HR management
(Rogaczewska et al. 2004). In spite of these, Bulgarian and Czech organizations
report a little increase in line management's responsibility for pay and benefits and
for workforce expansion and reduction (Koubek and Vatchkova, 2004).

Regarding Nepal, the CRANET (2005) study revealed that: a) in thirty-eight percent
organizations the primary responsibility of recruitment and selection was on line
management; b) in fifty-five percent organizations line managers were found to be
involved in making pay and benefits decisions; c¢) in case of responsibility for
training and development in thirty-six percent organizations line managers are
involved and d) in forty-one percent organizations line managers are involved in
industrial relations issues; €) in forty-three percent organizations line managers are
involved in workforce expansion/reduction. Following to this situation of sole line
managers’ involvement in different HR initiatives, in large number of organizations
line managers are working in partnership with HR department in all these four HR
initiatives. This clearly shows that in Nepalese organizations involvement of line
managers is in practice while dealing with HR issues. Based on the above review of
situation of line management involvement in HR practices in different countries the
following main research hypothesis emerged: There is an increasing trend of
assignment of HR management responsibility to line management and sharing of
some of the HR responsibilities in between line management and HR department in
Nepal.

Assignment of HR management responsibility and HR performance

In recent years, the line management has been seen to play a more prominent role
in HR management due to more HR work being “devolved” to them (Brewster and
Larsen, 2000; Currie and Procter, 2001; Guest and King, 2001; Storey, 1992; 2001;
Ulrich 1997; 1998; 2001). The rationale of line management involvement in HR
management has five main elements: to reduce costs; to provide a more
comprehensive approach to HR management; to place responsibility for HR
management with managers most responsible for it ; to speed up decision making;
and to outsourcing the HR function (Brewster and Larson, 2000). Similarly, line
managers are expected to do more of their own HR management and can benefit
from cross training in HR processes (Mohrman and Lawler, 1999). They should lead
the way in fully integrating HR into the company’s real work (Ulrich, 1998); and can



adopt a “partnership” approach between HR, line management and employees to
manage HR issues, an HR triad (Jackson and Schuler, 2000).

The practice of assignment is becoming important in the increasing competitive
business environment, which has led to large scale restructuring in organizations.
As a result, line managers have been given primary responsibility for HR
management (Budhwar, 2000). Assignment of HR management to line managers
improves commitment of HR specialist towards organizations, motivates them and
helps in maintaining good industrial relations (Torrington, 1989; Hope-Hailey et al.
1997). The major outcomes of assignment include more problems being solved at a
lower level, better change management, more responsible line managers, improved
efficiency of employees and more freedom for specialists to move away from
routine activities (Budhwar, 2000). Such practice of assignment of HR management
to line management certainly leads towards overall organizational performance like
quality of product or service, labour productivity, financial performance, employee
satisfaction, rate of innovation, employee commitment, and market share. From this
reasons, we can reach into the fourth hypothesis as: Firms that have high
assignment and low assignment in HR management practices to line management
are different in the major financial performance variables, such as quality of product
or services, level of labor productivity, financial performance, employee satisfaction,
rate of innovation, employee commitment, and market share.

METHODOLOGY

A survey research design is applied to undertake this study in 121 listed companies
of Nepal. The structured questionnaire survey was undertaken assuming an
individual organization as a unit of analysis. At the time of survey during 2006-
2007, there were 121 listed business organizations operating in Nepal according to
Nepal Stock Exchange (NEPSE, 2007). Though, questionnaire is sent to the total
population; only 105 valid questionnaires were received. Thus, the overall response
received was eighty-seven percents, which is fairly larger response.

To measure the assignment of HR management roles and responsibility to the line
management, respondents were asked two major questions based on Brewster and
Larsen (1992), Budhwar and Sparrow (1997), Budhwar (2000), and Brewster et al.
(1997): a) With whom does the primarily responsibility lie for major policy decisions
in the following seven HR management practices: recruitment and selection, pay
and benefits, training and development, labor relation, health and safety,
performance appraisal, and workforce expansion or reduction. All these seven
questions have four options for the answers: line managers alone, HR department
alone, line management in consultation with HR department, HR department in
consultation with line management, which are coded as 1, 2, 3, and 4 respectively.
b) Has the responsibility of line management changed over the last three years for
these seven HR management practices? The measurement of responsibility
changed over three years is increased, same, and decreased, which are coded as 1,
2, and 3 respectively.

For the first question, every respondent could give total mark of at least seven and
maximum twenty-eight, on these seven HR practices. The organizations which have



the practices of partnership (consultation in between line management and HR
department) and increased change of line management responsibility over three
years or same in all these HR issues are recognized as high assigned organization.
According to this cutoff line, those organizations, which have at least total twenty
one score on these issues and have either increased or remained same of the line
management responsibility in all these seven issues over the three years are
considered high assigned organizations and remaining were considered as less
assigned organizations.

The variables studied to measure the impact of assignment on organizational
performance are: quality of product or service; level of labor productivity; financial
performance; employee satisfaction; rate of innovation; employee commitment;
and market share. Collected data were inserted into SPSS version 11.5, and
descriptive statistics, t-test, and f-test were used to analyze the data. The Cronbach
alpha of all fourteen items of measurement of assignment is 0.7133 and seven
items of performance measurement is 0.8277, in 105 numbers of cases.

The details of responding organizations and respondents are presented in Table (2).

Table 2: Details of respondents and responding organizations

Main Sector of Business Population Responders

RO HR LR CEO | Others
Commercial Banks 15| 15(100) | 12(80) 2(13) - 1(7)
Manufacturing and Processing * 21 12 (57) 4 (33) 4(33) 3 (25 19
Insurance Companies 15 15 (100) | 10(67) 2 (13) - 3(20)
Finance Companies 49 44 (90) | 15 (34 13(30) 8 (18) 8 (18)
Development Banks 8 8 (100) 1(13) 4 (50) 3(37) -
Others ** 13 11 (85 3(27) 4 (37) 2 (18) 2 (18)
Total 121 | 105(87)| 45(43) | 29(28)| 16(15 | 15014

Note: RO = Responding organizations; HR = Human Resource Managers; LR = Line Managers; CEO =
Chief Executive Officers; The parenthesis of the table indicates respective percent of respective numbers;
* All the Hotels listed (N=4), four trading companies (out of eight, four were de-listed) and five others
(out of six, one airline is de-listed) were considered as population of others for the study. The de-listed
trading companies are: Nepal United Co. Ltd., Plastic Trading Co. Ltd., Nepal Byapar Bikash Co. (Koshi)
Ltd., and Nepal Byapar Bikash Co. Ltd. Similarly, the de-listed airline company is Necon Air Ltd.; ** In
Jan. 31%, 2007 Nepal Stock Exchange decided to de-list of eight Manufacturing and Processing companies
because of not qualifying as per Listing Bye Laws 2053. These are Nepal Battery Co. Ltd.; The Juddha
Match Factory ; Nepal Plywood and Bobin Co. Ltd.; Himal Cement Co. Ltd.; Sayapatri Color Lab; Nepal
Med Ltd.; Ace Laboratories (Nepal) Ltd.; and Bansbari Leatherage and Tannery. Therefore, only 21
companies were remained as manufacturing and processing companies.

The 82 percent of respondents of survey organizations have had University Degrees
in different fields of study which cannot be generalized because of participation by
high level of employees. Out of all the respondents, 55 percent have had University
Degrees in Business Administration. Supporting the view of Adhikari (2004), it
shows that business course has been expanding in Nepal and hiring students in
workforce from business administration is increasing. The mean age of
organizational establishment is 13.6, in which the maximum age of establishment is
47 years. Similarly, the maximum age of services of the respondents in the same
organization is 32 years and the mean service is 7.57 years.




RESULTS AND DISCUSSION

Assignment of HR responsibility to Line management in Nepal

The current situation of Nepalese organizations (Table 3) shows that there is a
higher involvement of line management for decisions over most HR management
practices like: pay and benefits, recruitment and selection, training and
development, and labor relations. In contrast, the sole involvement of HR
management department is comparatively lower to deal with major HR issues. The
involvement of HR management department is noticed in lesser number of
organizations. In spite of the fact that line management is in domination position,
the partnership in between line management and HR is a common practice in
Nepalese business sector while making HR decisions.
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From Table (4) it appears that line managers are widely involved compared to HR
managers taking responsibility and making decisions on various HR practices.
Similarly, line and HR partnership is dominating than HR and line partnership. There
might be different reasons for that. For example, in a study related to HR of all
financial institutions putting them in a single basket, it was revealed that 50 percent
organizations have no existence of separate HR department (Adhikari and Gautam,
2008). For example, first, in a study it was revealed that in 50% of banks and
finance organizations there is no existence of a separate HR department (Adhikari
and Gautam, 2008). Second, CEOs (Chief Executive Officer/s) and line managers
may be reluctant to give up HR related power to HR professional as described by
Adhikari and Mueller, (2002) that Nepalese decision-makers often prefer to hold the
power rather than delegate and devolve it. Third, professional HR departments are
not capable enough to hold HR related responsibility and decisions. Fourth, In case
of Nepalese organizations, CEOs are personally interested in HR related decisions
such as, recruitment and selection, performance evaluation, work expansion /
reduction, and pay and benefits, and thus largely attempt to gain influencing power
in these issues.

Table 4: Primary responsibility and decision on various practices of HR

management
Main sector of|Health and Performance Work Force Expansion /
business Safety Appraisal Reduction

L [LHR/HRLIHR|L |[LHR |HRL|HR| L | LHR HRL | HR
CB 7160 |26 |7 |7]| 33 40 |20 | 20 46 27 7
MP 8142 |42 | 8 |17] 25 | 42 |16 | 25 42 25 8
IC 20| 40 | 27 |13 (20| 40 33 | 7 | 27 40 27 6
FC 43| 32 | 16 | 9 |30| 32 25 | 13| 43 32 20 5
DB 13| 37 | 25 |25|25| 37 25 |13 ] 25 38 25 12
Others 27| 37 | 27 | 9 |27] 37 27 | 9 | 36 18 37 9
Total 271 39 | 24 |10]23]| 33 31 |13 33 35 25 7

Note: CB = Commercial Banks; MP = Manufacturing and Processing; IC = Insurance Companies; FC =
Finance Companies; DB = Development Banks; L = Line management alone; LHR = Line management in
consultation with HR management; HR = HR management alone; HRL = HR management in consultation
with Line management

Specifically, in more than one-fourth organizations, line managers play the sole role
and bears full responsibility while making decisions on health and safety. Nearly in
two-third organizations HR management responsibility has been jointly shared by
line management and HR management department. Except in development banks,
rest of other business organizations have minor role of HR management
department. Line managers in these organizations are working in consultation with
HR management department to deal with HR management issues.

Changes on Sharing Responsibility

The role of line management involvement in major HR practices is increasing in
listed companies of Nepal. Except in Labor relations and Health and safety, there is
a clear trend of increasing role of line management over the last three years. There
are forty-five to fifty-one percent of Nepalese organizations with increasing HR
responsibility to the line management over HR management issues.
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Table (5) depicts that majority of the organizations have indicated that there is
either an “increased” or “same” trend of line management involvement while
making decisions on different HR activities. This also reveals the fact about
involvement of line managers while making HR related decisions and provides
further impetus to our first research hypothesis.

Table 5: Change of line management responsibility on HR issues over the
last three years (%)

Main sector of business Increased | Same Decreased
Pay and Benefits 50 45 5
Recruitment and Selection 51 45 4
Training and Development 45 48 7
Performance Appraisal 50 43 7
Labor Relation 26 68 6
Health and Safety 35 60 5
Workforce Expansion / Reduction 45 51 4

Devolvement and Impact on Organizational Performance

In this study, more or less devolved organizations are differentiated by asking to
the respondents about the primary responsibility lying for major policy decisions on
pay and benefits, recruitment and selection, training and development, labor
relation, health and safety, and workforce expansion/reduction. The second
hypothesis was about impact of high or low devolvement on organizational
performance. Respondents were asked about the change of line management
responsibility over three years on abovementioned issues. Every respondent in
organizations has marked their position in between seven to twenty-eight on these
seven HR management practices. The organizations, which have the practice of
partnership, consultation in between line management and HR department, are
recognized as more devolved organizations. According to this cutoff line, those
organizations, which have at least twenty one score on these issues and have either
increased or remained same of the line management responsibility in all these
issues over the three years are considered as more devolved organizations.
Altogether forty-two percent organizations fall into the category of more devolved
organizations.

Partnership approach to some extent introduced on major policy areas of HR
management in business sectors, it is not sufficient because majority of
organizations focused on traditional HR function of line management domination
ignoring HR department expertise. From the above table (Table 6) it is clear that
the involvement of line managers is high in different HR responsibility. According to
the respondents, organizations categorized as more-assigned are involving line
managers in different types of HR responsibilities. The discriminant analysis of table
6 shows the two categories of organizations are practicing their HR practices
differently which are statistically significant to be claimed. Overall forty four
Nepalese listed companies are grouped in high assigned organizations indicates the
partnership approach between line management and HR department while

13
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managing people in an organizations. The majorities of organizations (that is, 57.5
percent) HR practices is still somehow dominated by line management practices
and have less partnership approach while managing human capital.

Table 6: Discriminant Analysis for devolvement

S.N. | Primary responsibility | Group 1: High- | Group 2: Low- F-test

and decision lie to line | Assigned Assigned
management on: Organization Organization
(N=44) (N=61)
1| Pay and Benefits 3.18| 081 221 1.23 | 20.80%*
2| Recruitment and 318| 0.89| 228| 1.18]18.07%
Selection

3 Training and

3.25 0.81 2.38 1.19 | 17.51%*
Development

4 Labor Relations 3.25 0.81 2.24 1.25 | 21.83%%
5 Health and Safety 3.20 0.70 2.13 1.15 | 30.30%*
6 Performance Appraisal 3.20 1.09 2.13 1.15 | 27.05%%
7 Workforce

Kok
Expansion/Reduction 3.38 1.02 2.18 1.20 | 17.66

Note: **p<0.01; Chi-square = 54.345; Significance = 0.000

Assignment of HR management responsibility and overall organizational
performance

Discussion above show that even though some Nepalese organizations initiated
sharing of HR management responsibility in between line management and HR
department, in majority of the organizations line management are responsible to
implement HR practices.

Table (7) shows that high devolved organizations have achieved superior
organizational performance in terms of quality of product, labor productivity,
financial performance, employee satisfaction, rate of innovation, employee
commitment, and market share than the less devolved organizations. The findings
proved our second hypothesis that firms, which have high assignment of HR
management practices to the line management, are better in organizational
performance compared to low assigned firms.

14




Banking Journal, Volume 3 (Issue 2)

Table 7: Assignment of HR management responsibility and firm

performance

Perceptual Nature of Organizations t- P-
organizational Low Assigned High Assigned value* | value
Performance in terms | Organization (N=61) Organization (N=44)

of mean S.D. SEM mean S.D. SEM

Quality of product 338 | 0.66| 008 406 | 062| 009| -545 .00
Level of labor productivity 341 071 0.09 388 | 069| 010 -3.43 .00
Financial performance 347 | 069 | 0.8 393 | 073 | 011 -3.22 .00
Employee satisfaction 338 | 071| 0.09 370 | 073 011| -2.28 02
Rate of innovation 313 | 078 | 0.10 359 | 072| 011] -3.09 .00
Employee commitment 328 | 055]| 0.07 404 | 057 | 008| -6.90 .00
Market share 329 | 0.82| 0.10 372 | 082| 012| -2.66 01

*Equal variance not assumed; SEM = Standard Error Mean

CONCLUSION

This research clearly highlighted that there is a higher level of sole responsibility
enjoyed by the line management for decisions over workforce expansion/reduction,
pay and benefits, labor relations, health and safety, and recruitment and selection.
Much higher than international practice, in majority of organizations of Nepal, line
management actively involved either alone or in consultation with HR department
while making most of HR management decisions. The decision-making
responsibility of HR management department alone is comparatively less: seven
percent in pay and benefits and workforce expansion/reduction and almost ten to
twelve percent in rest of all issues of HR management. Though line management is
in dominating position, the partnership in between line management and HR
management department also exists while making HR management decisions.

Line managers’ role in different HR management practices is dominating. This might
be the reason that line managers in these organizations are more familiar with HR
practices, and HR departments are weak alone to initiate HR practices. Some other
reasons might be that professionally HR department needs to develop its HR
management skills or HR staffs in the department are not motivated due to lower
influence in making business strategy. In case of Nepalese organizations, line
managers have time for HR initiatives and it is accepted in practice. As viewed by
Guest (1989) line managers accepted and use HR management practices as part of
their everyday work. There is the advantage of accepting HR responsibility by the
line managers. For example, as described by Whittaker and Marchington (2003)
involvement of line managers can help to fit business strategy development and HR
development, which is primary gateway for achieving competitive advantage.

As stated by many authors including Brewster and Larsen (2000), Ulrich (1998)
Budhwar and Sparrow (1997) that the rational for the assignment of HR
management responsibility is that it has positive impact on organizational
performance. It helps reduce costs, improves commitment, motivates in
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maintaining good industrial relation and supports to increase productivity. The
result clearly provides evidence that high assignment organizations of Nepal are
doing better firm performance than low assignment organizations. The most
significant result of this study is that it is found that high assignment organizations
are successfully increasing labor productivity, financial performance, rate of
innovation, employee satisfaction and commitment, and extending market share.
The analysis of secondary data also supports this finding. This study supports
international practices that high-devolved organizations outperform than the less
devolved organizations. These findings certainly contribute to decision makers
involved in people management practices about the significance of partnership
between HR experts and line management and its impact on overall organizational
performance.
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